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UNI TED STATES BANKRUPTCY COURT
NORTHERN DI STRI CT OF CALI FORNI A

In re Case Nos. 01-55472-JRG and
01-55473-JRG
CONDOR SYSTEMS, INC., a

California corporation; and CEl Chapter 11
SYSTEMS, INC., a Del aware _ o
cor porati on, Jointly Adm nistered for

Adm ni strative Purposes Only
Debt or s.

ORDER ON ROBI NSON, DI AMANT & WOLKOW TZ
FI NAL FEE APPLI CATI ON FOR COVPENSATI ON

. 1 NTRODUCTI ON

Through its final fee application, Robinson, D amant &
Wol kowi t z (RD&W seeks final approval of $2,136,247.50 in fees and
$166,811.59 in expenses. On March 23, 2004, the court ordered an
audit of the RD&W fees. Having reviewed the audit report and the
comments of RD&W as well as the United States Trustee (UST), the
request for final approval of fees and expenses is granted in part
and denied in part as herein stated.
I . GENERAL BACKGROUND

The court notes that it is unable to reconcile either the

ampbunt of fees noticed, %$2,140,977.50, or the amunt of fees
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requested in the final application, $2,136,247.50, with the amounts
the court had previously approved on both a final and interim
bases. According to the court’s calculations, RD&W is seeking
final approval of $2,136,337.25 in fees.!?

Prior to subm ssion of the final fee application, the court
had approved on a final basis, by an order dated October 22, 2003,
fees in the amunt of $230,606.25, which are related to RD&W s
first fee application. As for the second fee application, RD&Wwas
awar ded $351,784.50 in fees on a final basis. However, with
respect to the fees in the second fee application, there was a
$1, 000 hol dback for reconsideration as part of the final fee
application. In addition, for the fees sought on the second fee
application, fees requested in connection with issues pertaining
to whether the Senior Discount Notes issued by the debtors were
senior to the Senior Subordi nated Notes issued by the debtors were
awarded on an interim basis.

The court has received no further objection to the fees in the
second fee application that are related to the Senior Discount
Notes or to the $1,000 hol dback. The court will consider the fees
awarded on the second fee application approved on a final basis.
Havi ng approved $582,390.75 in fees on a final basis, the court
wi Il only consider $1,553,946.50 in fees covering the third interim

appl ication

Y This anount is conprised of: (1) $230, 606.25 awarded on a final basis on the first fee
application; (2) $351,784.50 awarded on a final basis on the second fee application; (3)
$326, 032. 50 awarded on an interim basis on the third interimfee application and reflecting
a $6,600 hol dback which RD&W waives; (4) $312,101.00 awarded on the fourth interim fee
application; (5) $388,325.50 awarded on the fifth interim fee application; (6) $188,511.75
awarded on the sixth interim fee application, plus the additional $62,837.25 reserved for
consideration at the time of the final fee application period of which $4,430.00 is now bei ng
wai ved; and (7) $280,568.50 for the seventh interimfee application.
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period through the final application period.?

As for expenses, by way of the final fee application, RD&W
seeks final approval of $166,811.59 in expenses. However, the
court approved the expenses sought in the first and second fee
application on a final basis in the amunt of $50,717.16. I n
addition, prior to comencenent of the audit, RD&W filed a
supplement to its seventh and final fee application reducing its
expense request by an additional $10,696.78. The suppl enent a
filing stated that inits third and fifth interimfee applications,
RD&W r equest ed $1,011.40 nore in expenses than actually incurred.
RD&W al so stated that in review ng other interimfee applications,
$9, 685. 38 was over pai d because t he expenses were duplicated. Thus,
RD&W seeks $156,114.81% in expenses. Considering the expenses
previ ously approved by the court on a final basis, the expenses
bei ng sought for final approval at this tine total $105, 397. 65, for
the period fromthe third interi mapplication through the final fee
application.

I1'1. FEES

The court gave the parties an opportunity to respond to the
audit report submtted to the court on July 29, 2004. From t he
out set, RD&W agrees to reduce it fees in the amunt of $24,318.50.

Thi s amount i ncl udes:

2 In review ng the audit report, the court took into account that the third interim

peri od began after May 31, 2002.
3 The audi t report states that there is an unidentified $0.10 di screpancy in the anount

request ed; however, the court will consider before it the expense totals presented by RD&Win
the final fee application and suppl enment.
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. $243.00 for a task lacking a description [See Exhibit

Al ;4

. $5,451.75 for duplication in travel time entries [See
Exhi bit B-2];°

. $3,485.00 for non-working travel billing in excess of
50% of the hourly rate of the professional [See Exhibit
G 1];

. $2,988. 75 of non-working travel which exceeded the six-

hour limt in the court’s order of Decenmber 18, 2001
[ See Exhibit G 2];

. $12,150.00 related to billing errors [See Exhibit L].

In addition, RD&W agrees to a nonspecific reduction of
$25,000 to address any questions remaining after the audit and to
obvi ate the need for further proceedi ngs or expenses by any party
or the court. However, the court has a duty to review each
request and determ ne whether the requirenents of the statute are

met. |n re Busy Beaver Bldg. Ctrs., Inc., 19 F.3d 833, 840-45 (3¢

Cir. 1994); In re Berg, 268 B.R 250, 257 (Bankr. D. Mont. 2001).

Section 330 of the Bankruptcy Code provi des that the court may award to
a professional person enployed under 88 327 or 1103 reasonabl e
conpensation for actual, necessary services rendered and rei nbur senment
of actual, necessary expenses. I n determ ningthe anount of reasonabl e

conpensation, the court consi ders the nature, the extent, and t he val ue

Al references to exhibits are to the exhibits that appear in the “Revi ew and Anal ysi s
of Final Fee Application Submtted by Robinson, D amant & Wl kowitz,” which was filed with the
court on July 29, 2004.

5 RD&W states in its comments that this amount is $5,451.25; however the audit report

Exhibit B-2 reflects an amount of $5,451. 75.
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of the of such services, takingintoaccount all rel evant factors. 11
U.S.C. § 330(a)(3).

In reviewing the audit report, the court has concluded the
foll ow ng.

111

A. Double-Billing Entries Are Disall owed.

In the audit report, $10,083.00 in entries are questioned as
potentially double billed. [See Exhibit B.] RD&Wresponds that it
does not believe these itens are double billed and that many
entries, while simlar, do not <contain the sanme |anguage.
According to RD&W review of original tinme records for selected
entries cited show they were not duplicates and that given the
case, it was normal to have sim lar services repeated.

The court has reviewed the entries in this category for the
time period after May 31, 2002. In reviewing the entries, the
court agrees with RD&W that there are a nunmber of entries that
appear simlar but are different in either the description of the
task or the time involved.

However, the court has identified $3,272.00 in tine entries
in which there are duplicate entries in description and time
attributed to the task. A review highlights that sone of these
entries are billed in separate tinme categories. G ven the anount
of other billing errors, the court will disallow $3,272.00 in fees

related to double-billing entries in the absence of a specific
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denmonstrati on by RD&W that these are not duplicate tinme entries.®

B. Vaguely Described Entries WII Be Disall owed.

Exhibit C-1 outlines $5,048.00 in entries related to
conferences that appear vague in description. The court has
reviewed the entries and concl udes several entries after May 31,
2002, in the anpunt of $109.00, warrant denial for inadequate
description. [See Exhibit C-1: 12/6/02 Chenetz; 2/4/03 Derac.]

The court has al so reviewed the entries on Exhibit C 2, which
are descri bed as “Other Vaguely Described Activities.” A total of
$27,514.75 in fees fall within this category. RD&Wresponds that
the entries are sufficient when taken in the context of the fee
application.

However, tinme entries are not sinply torecord the nunber of hours
wor ked; they al so shoul d detail the type of work done. Regardl ess of the
nmet hod of conpensati on and regardl ess of the t ype of professional fees
at i ssue, the court nust eval uate the conpl exity and necessity of work
done on behalf of the estate in order to deterni ne appropriate

conpensation. I nre Poseidon Pools of Anerica, Inc., 180 B.R 718, 729-

31 (Bankr. E.D.N. Y. 1995).

Of particular concern to the court are entries with vague
characterizations of services perfornedw th no detail concerningthe
gener al subject matter of correspondence between parties to the case. The

court has reviewed these entries after May 31, 2002, and has

6 The entries considered disallowed on Exhibit B-1 are: 6/7/02 Gasteier; 6/11/02
Gasteier; 6/17/02 Derac; 6/26/02 Goss; 6/28/ 02 Chenetz; 7/11/02 Chenetz; 7/22/02 Gasteier;
7123/ 02 Gasteier; 7/26/02 Gasteier; 8/6/02 Gasteier; 8/7/02 Chenetz; 8/12/02 Gross; 8/14/02
Gross; 8/15/02 Chenetz; 8/16/02 Gross; 8/28/ 02 Gasteier; 8/29/02 Gasteier; 9/19/02 G oss;
10/ 15/ 02 Chenetz; 10/30/02 Chenetz; 11/25/02 Chenetz; 11/25/02 Goss; 12/18/ 02 Gasteier;
1/ 29/ 03 Gasteier; 2/14/03 Goss; 3/11/03 Gasteier; 3/24/03 Goss; 3/26/03 CGasteier; 6/30/03
Gross; 7/8/03 Gasteier; 7/15/03 Gasteier; 8/ 1/03 Gasteier; 8/29/03 Gasteier; 8/29/03 Gasteier;
9/3/03 Starr; 9/30/03 Gasteier.
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identified $1,155.00 in entries that are denied due to a |ack of
adequat e description of the service. [See Exhibit C-2: 7/15/02
7/17/ 02, 10/1/02, 7/1/03, 8/18/03 Chenetz; 7/8/03, 7/10/03,
11/6/ 03 Gasteier; 10/1/03 Wl kowi tz.]
C. A Review of Intra-Ofice Conferences And Qutside
Meetings And Conferences In Which Mre Than One
Prof essional Attended WII Result In A Partial Denial Of
Fees.

The audit report identifies $266,886.00 in fees that are
related tointra-office conferences. [See Exhibit E.] In addition,
$120,275.75 in fees are identified for situations in which nore
t han one professional attended an outside hearing or conference.
[ See Exhibit F.]

The Bankruptcy Court for the Northern District of California
mai nt ai ns Gui del i nes for Conpensati on of Professionals.’” Quidelines 15
and 16 provide:

15. Conferences — Professional s shoul d be preparedto explaintine

spent in conferences wth other professionals or
paraprofessionalsinthesanefirm Failuretojustifythis

time may result indisallowance of all feesrelatedto such
conf erences.

16. Miltiple Professionals - Professionals should be preparedto
expl ain the need for nore than one professional or para-
prof essional fromthe sane firmat the sane court heari ng,
depositionor neeting. Failuretojustifythistinm may result
i n conpensation for only the personwiththe |l owest billing
rate.

Consistent wwththe District’s guidelines, the general ruleis that
no nor e t han one prof essi onal may charge the estate for intra-office

conf erences and neeti ngs absent an adequat e expl anation. Inre Bennett

Fundi ng G oup, Inc., 213 B.R 234, 245 (Bankr. N.D.N. Y. 1997); Inre

" The District’s Quidelines for Conpensati on and Expense Rei nbursenment of Prof essionals
and Trustees are available on the District’s Wb site at http://ww. canb. uscourts. gov.
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A.A.D.C, Inc., 193 B.R 448, 450-51 (Bankr. N.D. Chio 1996); Inre

Posei don Pools of Anerica, Inc., 180 B.R at 731. This is equally

applicable to the attendance by nore than one professional at a
conference or hearing.

The court is well aware of the conplexity of the issues
facing commttee’ s counsel. 1In a conplex case such as this one, no
singl e professional is goingto possess all of the skills to acconplish
t he necessary tasks. The estate is better served where nmultiple
professionals with the required expertise are utilized. In these
ci rcunmst ances, sonme communication is required.

The court accepts RD&W s expl anation with respect to nmultiple
prof essional s at outside conferences and hearings. Mst of the
time entries involve at the nost two professionals attending a
conf erence. In addition, the time entries reflect that only
prof essionals nost involved in the case billed for their tine.

As for intra-office conferences, the court has reviewed the
entries and notes that there are a nunber of entries in which only
one attorney billed for a particular intra-office conference
However, the court did evaluate those intra-office conferences in
which nmore than one attorney billed. Taki ng the approach of
consi dering the fees of the professional inthese conferences withthe
hi ghest hourly rate for conferences after May 31, 2002, the court
cal cul at ed $59, 519.00in fees attri butableto these conferences. The
court believes a 50%reductionis warranted gi venthe total anmount of
fees related to intra-office conferences. Thus, the court denies
$29,759.50 in fees related to intra-office conferences.

D. Adm ni strative/Clerical Tasks Are Not Conpensabl e By The
Est at e.
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According to District CGuideline 18:

18. Administrative Task — Ti me spent i n addressi ng, stanpi ng and
stuffing envel opes, filing, photocopying or “supervising” any
of the foregoing is not conpensabl e, whet her performed by a
prof essi onal, paraprofessional or secretary.
RD&W s enpl oynment and retenti on was to be i n accordance with 8§ 330
of t he Bankruptcy Code and the | ocal guidelines of the court. derical
servi ces are over head expenses and are not conpensabl e under 8 330(a).

Sousa v. Mguel (Inre United States Trustee), 32 F. 3d 1370, 1374 (9th

Cr. 1994). Services suchas filing, assenbling or conpiling docunents,
organizing files, calendaring dates, making copies, faxing or
transmtting, noving records, tonane afew, are inherently clerical.

Exhi bit H 1 of the audit report highlights $14,285.25inentries
t hat appear to be adm nistrative/clerical by paraprofessionals. O this

amount, entries of $10,953.25 are for the tine period after May 31, 2002.

RD&Wr esponds t hat the services in Exhibit H 1 coul d not have been
performed by staff withlittle or no substantive |l egal training and are
relatedtotheinitial reviewand processing of docunents produced in
di scovery. Havingreviewedthe entries on Exhibit H 1, the court notes
t hat task descriptions include entries such as i ndexi ng docunents,
assenbl i ng exhi bits, and prepari ng docunents for copying. Wilethe
court accepts RD&W s expl anati on as reasonabl e i n sone respect, there are
many entries that appear to be conpletely clerical innature. Thus, the
court will reduce the fees in Exhibit H1 by 50%and deny $5, 476.63 in
f ees.

On Exhibit H-2 are entries by professionals that include task
descriptions that are clerical. RD&Wprovi des a generi c response t hat

identificationof theseitens appears to be nore a matter of the use of

ORDER ON ROBI NSON, DI AVANT & WOLKOW TZ FI NAL FEE APPLI CATI ON FOR COVPENSATI ON 9




UNITED STATESBANKRUPTCY COURT

For The Northern District Of California

© 00 N oo o b~ W N P

e N i T =
N~ o 00 M W N R O

i
© o

N N DN DN DN N N N DN
o N o o0 A W N P, O

particul ar words. Review ng the entries on Exhi bit H-2, a nunber of
entries after May 31, 2002, stand out as clerical.® The court denies
$846.50 in fees as clerical/adm nistrative tasks.

Exhi bit H 3 outlines $7,422.00in fees whicharerelatedto the
scanni ng and i magi ng of docunents perforned by a paral egal assi stant.
RD&W responds that in order to facilitate the identification and
retrieval of these docunents, RD&Wpai d t o have t he docunent s scanned.
It believed it was appropriate to hire someone in-house to do the
scanning at arate of at | east $30. 00 per hour, inlieuof costs andrisk
to accuracy by outside scanning.

However, RD&Wpresents no evi dence t hat out si de scanni ng woul d have
i mposed a cost of $30. 00 per hour onthe estate. Inaddition, thereis
no evi dence t hat conpani es of feri ng scanni ng services are i nherently
I naccurate in providingthese services. The act of scanni ng docunents i s
clerical innature. Thus, the court denies the $7,422.00in fees rel ated
t o docunent scanni ng.

E. Furt her Reduction As Pointed Qut By The UST Is Warranted

Havi ng revi ewed t he ot her fee categories inthe audit, the court
t akes no further reductions for fees highlightedinthe report. The UST
st at es t hat RD&Whad previ ously agreed to a reducti on of $180. 00 rel ated
to “I mage Docunents Produced.” No further descriptionof thisentryis
provi ded and t his appears to berelatedto anentry in RD&Ws sixth fee
application. RD&Wdid not include this amount as areductioninits
comment to the court. Accepting the UST s representati on as accurate, a
further reduction in fees of $180.00 is warranted.

The total fees denied as part of the final fee application are

8 The entries on H2 are: 10/22/02 Al drich; 8/2/02 Chenetz; 11/18/02 Chenetz; 6/21/03
Gasteier; 9/10/03 Gasteier; 8/15/02 Goss; 9/17/02 Mason.
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$72,539. 13.
| V. EXPENSES

The audit report highlights a nunber of questionabl e expenses
reflectedin RD&W's fee applications. Inits coiments tothe audit, RD&W
agrees that sonme expenses should be disall owed.

A Doubl e-Bi I | ed Expenses Are Disal |l owed.

Exhi bit X of the audit outlines a nunber of expenses t hat appear to
be duplicate entries. RD&Wagrees that the itens do appear to be doubl e
billed. Thus, the total request for rei nbursenent of expenses will be
reduced by $2,162. 46.

B. Fax Charges Mist Conport Wth The Northern District’s

Gui del i nes.

As for fax charges, outgoing faxes are outlined on Exhi bit BB. RD&W
agrees that there was $49.80 i n over-billing where faxes were char ged at
$1. 00 per page. I n addition, the UST poi nts out that RD&WVhad previ ously
agreedtoelimnateits request for expense rei nbursenent for outgoi ng
faxes related to the seventh fee application period, which anmounts of
$203.60. RD&W agrees with this reduction.

Qut goi ng f axes were charged at $0. 40 per page. [ See Exhi bit BB.]
RD&Wst ates that it “incurs significant expenses for tel ephone charges,
paper, equi prment, personnel and facilities inconnectionwthfacsimles,
and attenpts to pass sone of the costs onto clients.” Accordingto RD&W
a charge of $0.40 per page represents a good faith attenpt to not
overstate the actual costs incurred by RD&W

The District’s Quideline 32indicates that outgoi ng faxes shoul d be
charged as a phone call. This Gui deli ne was devel oped after a revi ew of
t he practices of awidevariety of lawfirns. The practices i nvol vi ng

out goi ng and i ncom ng f axes were so di sparate that it becane obvi ous t hat
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the actual cost was not the determ ning factor for the charge. The
District then adopted Guideline 32 inviting the bar to present data
substantiating the actual cost. None has ever been presented.

RD&W s explanation reflects that outgoing faxes include
consi deration of nore than just the cost of a phone call. RD&Wdi d not
provi de the court with any data denonstrating that this per page cost
represents a good faith esti mate of the actual cost of the fax. Thus,
the court will reduce the fax expenses i ncurred after May 31, 2002, by
50% takingintoaccount the overbilling of $49.80, but allow ng for the
out going faxes in the seventh fee application. This results in a
reduction of $1,017.70.

I ncom ng faxes do not pose a problem [ See Exhibit CC.] RD&WhbI I | ed
$0. 20 per page for i ncom ng faxes, whichisinconpliance w th GQuideline

32.

C. Travel Rel ated Expenses For Incorrectly Posted Itemls Deni ed.

Travel rel at ed expenses are outlined onthe audit inthe anount of
$21, 659. 22. [ See Exhibit DD.] RD&Wstates that a reduction of $137.501i s
appropriate for anincorrectly posteditem In addition, as an exhibit
attached to the coments submtted by RD&W it has provi ded suppl enent al
details concerning the expenditures |isted in Exhibit DD. The court
accepts RD&W's suppl emrent as sufficient expl anati on of the travel rel ated
expenses incurred.

D. All O her Expenses Are All owed.

RD&Whas provi ded an i nvoi ce detailing the nature of an expense
categori zed on the audit as “M scel | aneous Expense.” [ See Exhi bit EE. ]
The i nvoi ce detail s that the expense was i ncurred to obtain securities

docunment s regardi ng the debtor. The court finds this expense to be
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sufficiently supported.

RD&Wal so confirnms that the rate for photocopi es was at $0. 20 per
page. The court accepts RD&W s statenent.

The court has revi ewed al |l ot her expenses and does not bel i eve any
addi ti onal reductions are necessary. The request for expense
rei mbursenment is reduced in the anount of $3,317.66.

V. CONCLUSI ON

The court approves on a final basis fees in the amunt of
$1, 481, 407. 37, and expenses i nt he amobunt of $102, 079. 99, for the period
fromthe third fee applicationthroughthe final application period.® The
court denies $72,539.13in fees and $3, 317. 66 i n expenses. Al fees and

expenses that are denied are done so on a final basis.

DATED:
JAMES R. GRUBE
UNI TED STATES BANKRUPTCY JUDGE
9 The total of all fees approved on a final basis is $2,063,798.12, and the total of all

expenses approved on a final basis is $152,797.15, for a total of $2,216,595.27 in fees and
expenses.
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Cdiforniaon the date shown below, in a sealed envelope addressed as listed below.

| declare under pendty of perjury under the laws of the United States of Americathat the foregoing
istrue and correct.
Executed on at San Jose, Cdlifornia.
LISA OLSEN

John Wesolowski, Esq.
Office of the U.S. Trustee
280 S. First St., Rm. 268
San Jose, CA 95113

CIBC WORLD MARKETS CORP.
Attn: Heather Barlow

425 Lexington Avenue

New York, NY 10017

Miles R. Stover

Edtate Representtaive
3415“A” Street N.W.
Gig Harbor, WA 98335

PRICEWATERHOUSECOOPERS LLP
Attn: Michelle S. Novotny

10 Almaden Blvd., Suite 1600

San Jose, CA 95113-2007

Philip A. Gagteier, Eq.

ROBINSON, DIAMANT & WOLKOWITZ
1888 Century Park East, Suite 1500

Los Angeles, CA 90067

Eric A. Sagerman, EsQ.
WINSTON & STRAWN

333 South Grand Ave., 38" Floor
Los Angeles, CA 90071-1543

Kevin P. Conndly, Esq.
CROSSROADS, LLC

Attn: Todd E. Doyle

9 Executive Circle, Suite 190
Irvine, CA 92614

Seyfarth Shaw

815 Connecticut Ave.,, N.W.
Suite 500

Washington, DC 20006-4004

Lawrence T. Kane, Esg.
ORRICK, HERRINGTON, €t d.
Old Federd Reserve Bldg.

400 Sansome Street

San Francisco, CA 94111-3143

Sara Chenetz, Esq.

PIPER RUDNICK LLP

1999 Avenue of The stars, 4" Floor
Los Angeles, CA 90067-6022




